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CURRENT DEVELOPVENTS

NORTHERN DIVISION: S.sppressmn of the 18 July wprising in Guatem2la has
strenzthened President Arévale's control (p, 2).

CENTRAL DIVISION: Prospects are reasonably good for economic trestiss
between the US and Brazil advantageous to both countries (p. 2).

SOUTHERN DIVISION: The Peruvian coup reported to be planned for 28 July
is wnlikely to take place (p. %). Stability prospects in Paraguay are °
again uncertain (p, %),
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Weekly Contributions, B/IA 26 July 19h9
(CiA Vierking Paper)

1. GUATEMAILA: Control of the Guatemalan Govermment by President

Arevalo's leitist administration row seems assured fol-
lowing the recent bioody but abortive uprising in the wake of the
assassination of Colonel Arana, Chief of the Armed Forces, The sug~
cess of the povernment in quelling this revolt of conservative—
minded young army officers was partially due to the cooperation
given the police force and loyal elements within the army by organ=
ized armed civilian groups affiliated with the leftist political
parties and labor unions, The military effectiveness of these here~
tofore untested groups and replacement of disloyal officers with
those of proven loyalty should greatly strengthen President Arevalo's
regime, The somewhat hostile attitude of the administration toward
the US and US business interests is not expscted to change as a
result of the uprising. (From CIA Vieekly, 22 Jul L9)

2., BRAZIL: Pros%cts for Economic Treatles

e US is now prepared to enter into formal negotiations
with Brazil regarding economic subjects of mutual concern, accord—
ing to a note from the US Secratary of State to the Brazilian Am-
bassador, The US proposes that the negotiations include: (1) a
treaty of friendship, economic development and commerce, with in-
vestment provisionss (2) a treaty on the tax relations between the
two countries; (3) a joint undertaking relative to exchange conver—
tibility guarantee; amd (L) an arrangement for liquidation of paste
due commercial dollar exchance commitments in Brazil, These pro-
posals are in accordance with the joint announcement of Presidents
Truman and Dutra, during the latter's recent visit to Vashington,
as to the desirability of fostering mutually beneficial economic
development and social progress,

An arrangement for the liquidation of the dollar batklog
due US exporters would do much to alleviate the present economic
difficulties of Brazil (see B/I4 Tkly, 19 Jul 49), and the suc~
cessful nepotiation of the remainder of the US proposals would
greatly encourage the flow of US capital investment into Brazil and
thus, on a long=term basis, strengthen and dewvelop that country's
econony and increase its capacity to provide the US with critical
materials,

It is probable that the majority of these propesals will be
well received in Brazil, There may be some difficulity, however,
with the draft Treaty of Friendship, Fconomic Development and Com—
merce in its present form, It may thercfore be several months be-
fore the negotiations are concluded and treaties submitted to the
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respective governments for ratification, There may be, also, cer
tain fields in which the Bragilian Government will not find it
politically feasible to encourage US invesimentsy for emample,

in the field of petroleum development, President Dutra and obher
government officials ave lmown to fear the pressure that could be
brought to bear by the ultra~nationalists and Commmists in a re~
vival of the "Defense of Petroleum Campaign™ that gained such mom~

- entum during 1948 (see B/IA Wikly, 31 Auz L8 and 22 Nar 49),

25X1X40
PERU: Reported Plang for Revold . '

two exiled Peruvian Army officers have plans for a coup against
the Peruvian Government to take plase cn or aboubt 22 July, The
Peruvian officers claim bo have support within Peru and geod
chances for success, :

The present Peruvian regime is maintained in power prinei-
pally by the support of the army, vhich is dlvided into opposing
politiocsl factions, Thus open dissension and even an armed coup
is always a possibility, The leadars of the reported plot are
known to be members of groups that oppose the Odrfa administration;
they ave, furthermore, Individuals likely to take long chances,
Posaibllities for gsuctess in this particular venture, however, de-
pend largely on the officers® ability to gain reentry into Peru

~ and to establish conbtact with dispident olements of the Peruvian

Army, neither of which is certain, The strength of Odela's fac-
tion, morecver, is such thaty B/IL4 estinmates the chances for a sug~
cegsiul coup by this group are not good, (Substance used in CIA
Weekly, 22 Jul 49} ‘

PATAGUAY® Hocent tension between the army and the ¢ivilian Colo~

= overnment nas aroused concern in Asuncion and is
apparently Tesponsiblé tor rumcrs of an impending military coup,
Reports of division among the civilian elemgnts of the govsrnwmend
add weight to these rumors, The anmounced cause of friction bew
tween the army and the government is the presence of a civilian
in the post of Minister of Defense, but this is possibly only one
aspect of the army!s resentment over their subordinate role in the
Molas governmemt, General Dias de Vivar, Commander in Chief of
the Armed Forces, wag given full authority in Febwuary to reOrg"
anize the army, So that by now he should be ity effective leader
and in a position to orpganize such a coup with the aid of a few
other key leaders, In view of Paraguay's propensity to awmed re~
volt, B/LA estimates that the &moldering troubles within Paraguay
could easily flare into open wviolence at any time, The timing of
a revolt == or its indefinite postponement =~ lies in the hands of
& few individuals whose intentions are not yot knowm,
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Article 1349

Argentine Crisis Fased Since Apreement with the UK

(Summary: Signature of the trade agreement with the UK om
27 June now appears to have introduced a new phase in the
Poron government's effort to cope with the Argentine
politico~economic crisis, The government has deronstrated
renewed confidence and has made imporbant decisions affect—
ing prices and labor policy, ©Efforts %o improve relations
with the US have not slackened, Dut even successful imple-
mentation of the treaty would in itself Ly w means assure
the ravival of forelgn trade which is essential to the re~
storation of Argentine political and economic heaith,)

Because considerable time would necessarily elapse befors expansion
of trade pursuvant to the apreement could register an improvement in the
scononmy, the renewed confidence of the povermment is to a large extent
based on psychological fectors, Supplies and eguipment for industry and
agricuiture held in raserve against an emersency can now be released in
anticipation of replenishment from the UK, Assurance provided in the
treaty that Argentina will cobtain its minimam fuel requirsments, coming
at a tie when light and power are being severely rationed as sn indirect
rosult of the dollar shortape, has greatly relieved exscutive anxlety,
Furthermore, completion of the agreement with the UK appears to have
broken the logjam in trade mepotiations with many other counitries which
had developed pending knowledge of availabilities and prices in the light
of the UK accord,

Nacent decisions are in wmarked conirast with the virtual peralysis
that prevailed during the latter part of the protracted negotiatioms
with the UK (see B/LA VWkly, % Bay, 31 May L9). The removal of price
ceilings on millk, oils, edible fats, scap and tallow and elimination of
the subsidy for meat consumption in the federal caplial are cutstanding
amony, measuvres indicative of rencwed cxecubive confidence and capacity.
This economically constyructive step, clearly desigmed to improve the
competitive relationship bebween domestic and exteriial prices and thus
expand exporis, involves considerable political risk,

Tabor discontent, which has been a paramount concern of the admini-
stration for many months (see B/LA Widy, 26 Apr 19), will be aggravated
by the sharp rise in prlces of thess necessitiesdf from 50 to 100 percent
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that has already resulted from the removel of controls and the suvbsidy,
Tn all probability Peron will be foreed tv conceds new wage increasas,
thus accelarating Argenbinals serious inflation, In committding himself
to this couvse, therefore, Parim musth have been confident of his ability
o maintain his recently rsported improved relations with army leaders,
Ho ovidently commts on the provision in the currently legislated budget
of the largest military appropriation in Argentine history and the ape
pearance, at loast, of moving the economyfrom , "dead cember® with the UK
agrétment and subisequent acidon to placate those officers who were former-
1y digaffected over his "coddling of labor® and the deteriovation of the
econdy,

. Contrary to sarlier apprehensions that Perdn might resort to a
sharply anti~US poligy if, disestisfded with the amomt of US assistance
extended Argenidna in its orisis, he felt compelled to resort to ancther
appirorch to recovery (ses B/IA Wiy, 2l May and 31 sy 49) there has as
yat been no evidence of serious reorimination against the U3, I% is
trde that Perdn made an acid comment regarding US intsrventionism apropos
of the U3 protest 1o the Britieh concorning the UR=-Argentine agresment
and he also pointedly selected a Biritish vehicle from whivh 4o weviey the
9 July pavade, On the other hand, in contrast with these relatively
minoy phencmena, whioh could be explained ih terms of domestic political
expedioncy, there have been se¢veral recent developments which in them
golves appear 0 augur well for US-Argentine velatlons, Among these re-
latively favorable indications are (1) the dispatching to Vashington of
thres key Argentine econcmigsts to work with bhe joinbt Us-Argeniine Com
mission for expansion of US-Argentine trade, suggesting that Peron is
talting this effort seriously despite the many practical cbstacies, (2)
reports that US meab~packing firms ave relabively well satiafied with
current Argentine arvangements to protect their interests, (3) informa
tion to the effeot that Finenos Mluisber Cereijo has noticeably modified
his nationalist anti~US position, and (L) Argentine gratification with a
ragent substantial dollar purchase of meab by the US Army,

- Through iits venewed gonfidence and initiative, the Pordn regime
may suceeed, ag it has In the past, in defleeting serious political re-
pereussions from econowic meladjustuents, Bub the basie problem of a
highly inflated expoert-type sconuny confronted with declining world de-
mand porsiste and no fundamental solubion hiae yet been projested, Thers
may be hesltancy on the part of either cw of both the sigpatories Ddlly
to implement the treaby with %he UK, Yemporary esport advantiges gained
through elinmihation of price controls and subsidies may very well be off-
got by the Impetus to inflation which resultant wage demavds will engender,
The competitive export posibion would thuszzain sulfer and the impact of
shortages and Purther inflation again result in aggrevated inbernal dis=

Jocations with thelr uswal threats to sbability,

iy
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Commdet Situation in Mertimique and Guadaloupe

neverses suffered by the Communist Party in Martinigue and Cuada-
loupe are due primarily o changes in the underlying sitvation in
metropolitan France and secondarily to changes in the iglands themselves,
Tt is wmlikely, saving a reversdl of trend in France, that the Commmists
in the islands will be able to recover their political ascendancy within
the next year, The decline of Commmist influence in the French Vest
Indies, formerly one of the shrongest links between furopean and Testern
Horisphere Sormunism, is a gain for US security interests.

o the November 198 elections, the Socialists captured both of
Yartinique's seats in the Council of the Republic, France's upper house,
from the Commmists. In June 1949 one of the islands' four Commumist
deputies to the French Wgtional Assembly resigned from the Party, probab—
1y because he was ordered to vacate his sest to meke room for one of the
defeatod Commumist councilors, The two French prefects, both actively
antil~Commmist, have thwarted Communidst attemots to disrupt the sugex=

- prinding season with Iabor disorders.,

Commumnist power and influence in Martinigue and Guadaloupe in the
1oh5-l period partially reflected Communist influence in rietropolitan
France, The fach that Conmmists are now no longer participants in the
metropolitan government coalition and appear wnlikely to come to power,
tends to infiluence the islanders to select as their renresentatives to
France individuals more acceptable to the central government and thus
more Likely to receive bonefits from it, Also, Frenuh colonial aubhor-
ities sre no longer deterred from acting against the local Copmmists,

on the islands in 1945 the Communist lesadership alone had the or-
ganigation snd popular appeal == associated with resigtonce activities
in continentel France during World Wer 1L ==~ o £11l the political vacuun
erpated by the discerediting of the Vichyite colonial reeg::‘ame and ibs loe
al. supporters, the whilte planters, Today, the now-unified Socialists
and the recently organized de Guallists offer an alternztive to Commune~
iet Leadsrstip,
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